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VISION : ^Striving Together To Be An Excellent Centre For 
Service Delivery And Development** 



Emalahleni, ft/landela Street 
TeL: 013 6906911 


Ga-Nala, Qulntin Street 
Tel.: 017 648 2241 


Ogles, Hoofweg 
Tel,: 013 643 1027 


TEL: 6906 227 
REFER TO: M. V(LANE 

18 JUNE 2014 

CERTIFIED RESOLUTION EXTRACT FROM THE MINUTES OF THE 17**^ 
EXTRAORDINARY COUNCIL MEETING OF THE EMALAHLENI LOCAL 
MUNICIPAL COUNCIL HELD ON THURSDAY. 10 JUNE 2014 

ADMIN.160/14 

FINAL BUDGET: 2014/2015 FINANCIAL YEAR AND FORECASTS 2015/2016 
AND 2016/2017: 


1 . That the Final Budget: MTREF “Annexure AB” for the 2014/2015 
financial year be approved in terms of Section 160{2)(3)(b) of the 
Constitution of the Republic of South Africa, 1996 (Act 108 of 
1996), read with Section 16(2) of the Municipal Finance 
Management Act, (Act No. 66 of 2003) as amended as follows: 

1.1 Operating budget, expenditure to the amount of 
R1, 921,542,706; 

1.2 Capital program (vote) to the amount of R159, 915,998 
Annexure “H”; 

1 .3 Revenue to the amount of R2, 081 ,458,704 broken down as 
follows: 





R,000 

R,000 

R,000 

VOTE 

OPERATING 

EXPENDITURE 

CAPITAL 

EXPENDITURE 

REVENUE 

Executive & Council 

102,876 


5,640 

Finance 

159,851 


561,853 

Administration 

66,977 


1,765 

Planning & Development 

16,867 


8,807 

Health 

20,262 


0 

Community & Social 
Services 

23,325 


1,040 

Housing 

10,204 


2,605 

Public Safety 

89,510 

3,716 

33,882 

Sport & Recreation 

27,297 


r 35 

Environmental Protection/ 
Management 

5,220 


26 

Waste Management 

74,013 

5,356 

75,924 

Waste Water 

Management 

104,352 

69,990 

187,292 

Roads, Storm water 

75,397 

42,125 

42,190 

Water 

182,911 

23,096 

343,109 

Electricity 

907,257 

10,652 

804,896 

Other (Market) 

55,224 

4,981 

12,395 

TOTAL 

1,921,543 

159,916 

2,081,459 


that the following sub-functions under the abovementioned 
votes be noted: 

Executive & Council: 


Mayor’s Office 
Mayoral Committee 
Speaker 

Council General Expenditure 
Municipal Manager 

Community participation & communication 

Internal Auditing 

PMS&IDP 

LED & Marketing 

PMU 

Finance: 


Administration 
Property Rates & Grants 
Expenditure & Financial Planning 
Revenue 

Stores & Asset Management 
Fleet 




Administration: 


Administration 
Human Resources 
Information Technology 

Planning & Development: 

Spatial Planning 

Land Use Management 

Administration 

Health: 


Primary Health Care Clinics 

Community & Social Services: 

Cultural Centre 
Community Halls 
Libraries 
Cemeteries 
Administration 

Housing: 

Housing 

Public Safety: 

Administration 

Licensing 

Traffic 

Law Enforcement 
Security 
Fire 

Disaster Management 

Sport & Recreation: 

Parks, Recreation & Sport 
Parks & Sport fields 

Environmental Protection/Management: 

Environmental Management 
Waste Management: 


Solid Waste 






Waste Water Management: 


Sewerage Purification 
Sewerage Network 
Public Toilets 

Roads. Storm water: 

Roads & Storm water 


Water: 


Water (Purification/Storage) 
Water Network/Distribution 
Administration 

Electricity: 

Electricity Distribution 
Street lighting 
Administration 


Other: 


Nature Reserve & Resort 

Market 

Aerodrome 

Building Control 

Property services 

that the following be noted and confirmed: 

2.1 that Eskom tariff application increase of 10.4% while daily 
purchases increase with 8.06%. It is therefore 
recommended that Council budget for an increase of 
10.4%; 

2.2 that provision of R21 3,520,030 has been made for possible 
irrecoverable debts on the understanding that strict legal 
measures will continue to be implemented to curb losses 
and non-payment for services; 

2.3 that it be noted that the total provision for irrecoverable 
debts will amount to R780,445,498 being 66.81% of 
outstanding debtors of R1, 168,226,093 as at 31 December 
2013; 

2.4 that provision was made for a general salary increase of 
7.00% across the board with effect from 1 July 2014; 

2.5 that provision was made for a possible increase of 7.00% in 
the allowances of Councilors, Municipal Manager and 
Section 57 Employees (Directors); 



2.6 that an amount of R207,754,000 million has been provided 
as “Equitable Share” (National Government); 

2.7 that the amount in 2.6 has been allocated as follows: 

R’OOO 

2.7.1 Poverty relief R 34,840 

2.7.2 Operational Budget R172.914 

R207.754 

2.8 that capital items (furniture, machinery, tools, computers, 
etc.) up to R9,000 each, were provided for on the 
operational budget as inventory items, in line with the 
“GAMAP-principles” and also for reasons of simplification of 
the budget: 

that normal legal action still be implemented to recover arrear 
debts, including: 

3.1 sales in execution: 

3.2 eviction orders in respect of unpaid 

rentals/installments on agreements; 

that the tariff of charges with reference to the Determination of 
taxable property values and assessment rates payable 
(2014/2015) contained in Annexure “AA”, be noted; 

that the tariff of charges, with reference to the under mentioned 
services, be amended in terms of Section 75A (as amended) of the 
Local Municipal Systems Act, 32 of 2000 (as amended), read with 
section 10(g)(7)(a) and (b) of the Local Government Transition Act, 
No. 209 of 1993 (as amended), with effect from 1 July 2014 and 
with regard to Annexures “J” to “AA”: 


Annexure “J” (pages 158-160) 

Electricity 

Annexure “K” (pages 162-166) 

Water 

Annexure “L” (pages 167-1 68A) 

Refuse Removal 

Annexure “M” (pages 169-172) 

Drainage Services 

Annexure “N” (173-174) 

Parking areas 

Annexure “0” (pages 175-175A) 

Approval of building plans 

Annexure “P” (pages 176-179) 

Cultural Centre 

Annexure “Q” (pages 180-1 80A) 

Rental for community halls in 
Lynnville and Schoongezicht 

Annexure “R” (pages 181-182) 

Fire Brigade services 

Annexure “S” (pages 183-185) 

Recreation resort 





Annexure “T” (pages 186-187) Market services 


Annexure “U” (pages 188-189) Rajlv\/ay service lines and 

private sidings 

Annexure “V” (pages 190-191) Cemetery Fees 
Annexure “W” (pages 192-193) Other tariffs related to 

accounts related 

Annexure “X” (pages 194-195) Library Services 
Xnnexure “Y” (pages 196-^97^) Sport Facilities 
Annexure “Z” (pages 198-199) Spatial Planning 
Annexure “AA” (pages 200-206) Rental Tariffs - busin^e^ 

properties and flats 

Annexure “AF”(pages 296-298) Credit Control and DebT 

Collection By - law 

Annexure “AG” (pages 299-313) Electricity By - law ^ 

Annexure “AH” (pages 314-316) Rates By - law 

Annexure “Al” (pages 317-321) Acceptance of Grants ancT 

Donation 

Annexure “AJ” (pages 322-334) Budget Policy 

Annexure “AK” (pages 335-390) Credit Control and ^br 

Collection Policy 

Annexure “AL” (pages 391-395) Long Term Financial Plan 
Annexure “AM” (pages 396-446) Rates Policy 
Annexure “AN” (pages 447-493) Tariff Policy 
Annexure “AO” (pages 494-558) Supply Chain Management 

Policy 

Annexure “AP” (pages 559-569) Virement Policy 
Annexure ‘^Q” (pages 570-610) Borrowings Policy 
Annexure “AR” (pages 611-618) Cash Management Policy 
Annexure ‘^S” (pages 619-624) Petty Cash Management 

Policy 

Annexure “AT” (pages 625-635) Investment of Surplus Funds 

Policy 

Annexure “AU” (pages 636-678) Asset Management Policy 
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that the tariff for assessment rates be fixed and amended in terms 
of section 14(1) of the Municipal Property Rates Act, and Section 
75 (A)1)(a) of the Systems Act, as from 1 July 2014 and with 
regard to Annexure “AA”; 

7. that the assessment rates, which are to be levied in terms of (6) 
above, be payable in 12 equal monthly instalments; 

8. that the execution/purchase of capital projects/items, as contained 
in the Capital budget be approved in terms of Section 19 of the 
Municipal Finance Management Act , 56 of 2003 as per Annexure 
“H”; 

9. that Council continue striving to control expenditure to the absolute 
minimum, consistent with approved service delivery levels, during 
the 2014/2015 financial year, but overall limited to the amount of 
realisable income achieved; 

10. that income levels be raised during the coming financial year, by 
maintaining the actions currently undertaken by Council (including 
cut off actions, etc. and the normalization process); 

11. that reports be submitted to the relevant National and Provincial 
Departments in accordance with the Act and associated 
regulations; 

12. that both the Capital and Operational budgets be presented to the 
relevant National and Provincial Departments; 

13. that the final budget framework as required by the Municipal 
Finance Management Act, 56 of 2003 Section 17(3) as amended 
per budget tables and supporting tables be approved; 

14. that the Draft Operating MTEF for the period 2014/2015 - 
2016/2016 as per “Annexure AB” be approved; 

15. that the requirements of the Municipal Finance Management Act 
56 of 2003 as amended, and actions taken, be noted; 

16. that spending on non-priorities like unnecessary travel, inventory 
furnishings, excessive catering and unwarranted public relation 
projects be discouraged as per paragraph 4.1 of Circular 58 of the 
Municipal Finance Management Act, Act No 56 of 2003 (as 
amended); 

17. that note be taken of paragraph 4.8 of the Municipal Finance 
Management Act, 56 of 2003 (as amended) Circular 58 and its 
recommendation be implemented in terms of Section 167 of the 
MFMA; 

18. that the Water and Electricity By-laws be approved for 
implementation; and 



19. 


01 

that 5% of the revenue collected from electricity be used for repairs 
and maintenance of electrical equipment; 

20. that Council determine and implement a flat rate for the informal 
settlements and farmers where services are provided; and 

21. that the Indigent Subsidy for electricity be increased from 50 units 
to 75 units. 



IWI. V 

ACTING DIRECTOR : ADMINISTRATION & 
RESOURCES MANAGEMENT 


CERT 160/HDE 



THE LOCAL MUNICIPALITY OF 
EMALAHLENI 



BUDGET SPEECH 
2014/2015 



BUDGET SPEECH 2014/2014 FINANCIAL YEAR 


Honourable Speaker: Cllr A.D Mkhwanazi 
Honourable Chief Whip; Cllr S Mathebula 
Honourable Members of the Mayoral Committee 
Honourable Chairpersons of Section 79 Committees 
Honourable Councillors 
The Administrator 
Municipal Officials 
Ladies and Gentlemen 

I have the honour of presenting the fourth budget of Emalahleni Local Municipality since 
this Council was elected in the Local Government Elections of 2011. This budget is 
presented at the back of the recently held National and Provincial elections. As a 
municipality we played a huge role to ensure that these elections are successfully held, 
and indeed in our municipal area the elections went smoothly without any serious 
incident that may have cast a doubt on the validity and credibility of the elections. 

Political structure: 

In the current financial year there was a swap of MMC Simelane from ARM to IBS and 
MMC Ntshalintshali from IBS to the ARM. 

This is also the second budget since the municipality was placed under administration. 
The purpose mainly of the administration was to assist the municipality to regain its 
ability to provide services to the community. 

Honourable members Chapter 2 of the Municipal Finance Management Act, Section 
53{i) (c) (i) says I quote, 

“the mayor must take all reasonable steps to ensure that the municipality approves its 
annual budget before the start of the budget year”. 


1 




It is for this reason that we are here today, to pronounce what council has to approve. 
We have also undertaken the following matters to improve the lives of our citizens: 

Organizational overview 

Administration and Resource Management 

The staff turnover has been high especial in the senior management. We are currently 
having the vacant positions of Municipal Manager, Director for Development Planning, 
Director for Public Safety and Director for Administration and Resource Management. 
We have employed 305 external people, 109 internal people and 3 interns at Finance 
department.We have trained 350 municipal workers in different key focus areas which 
are Basic service delivery and infrastructure development, municipal transformation and 
institutional development, good governance and deepening democracy and municipal 
financial viability and management. Comprehensive investigations against fraud and 
corruption have been launched and are on-going. To date nine officials have been 
suspended and four dismissed. 

Public Safety 

There has been a challenge of not obeying the law at eMalahleni. Uncontrolled and 
increase of drugs related crimes within the municipality, theft and illegal connection to 
municipal services, high rate of prostitution, vandalism of municipal assets and 
properties. On the 1 November 2013 the municipality established the municipal law 
enforcement unit which there has been a good progress together with the SAPS in 
addressing illegal land uses, drug abuse, prostitution and electricity theft. The traffic 
department became operational again. The illegal dumping areas were managed and 
reduced due to the visibility and monitoring by law enforcement unit. The displacement 
of selling material by the shop owners on the sidewalks/ pavements in the CBD was 
100% discouraged, by issuing warnings and fines.The music promoters on the 
sidewalks/ pavements was closed/ combated. There is reduction in development of 
informal settlement and land invasion. Public safety will support the initiatives to prevent 
heavy vehicles driving on internal streets which damage the roads. 


2 


Development Planning 


Emalahleni has approximately 270 registered townships. Of the 69 informal settlements, 
two have been formalised. They are Kwaguqa extension 1 1 and Ackerville extension 
17. The province gave us the money of R42 million and R25 million of that amount is 
allocated to buy land for MNS people. We also requested the money for development at 
Nooigedecht (143, 5ha) and Naawpoort. We to ensure that the department of Human 
Settlements finalise the proclamation of the following townships; Thubelihleext 4 and 5, 
Kwaguqaext 6 and 11, Hlalanikahleext 1,2 and 4. Klarinet ext 4 and 5 and 
Thushanangext 4 as promised. Law enforcement unit need to work closely with Spatial 
Planning in addressing issues of illegal buildings and land use. The municipality has 
requested funding from District, Department of Rural Development and Land Reform 
and Province for purchase of land for the purposes of human settlements. 

Madam Speaker the Nkangala District municipality donated four trucks and the Kriel 
mine at Ga-Nala donated 1 refuse truck for Ga-Nala. Mpumalanga Provincial 
Government, Department of Culture, Sport and Recreation appointed a contractor to 
start with the building of Klarinet Library in Klarinet Ext. 6. Lynnville Branch Library was 
chosen to pilot the project of Cyber Cadets. The project allows students, learners, 
community members, everybody to visit the library and search for information through 
the internet with the assistance of the Cyber Cadets and to make use of e-mails for free 
at the Public Libraries. We were able to construct Pine Ridge community stadium. We 
also constructed pavilion, tennis court, basketball court and ablution block in Thubelihle 
Township. Exxaro has pledged to reconstruct a sport community facility in Klarinet Ext 
3. 

Financial viabiittv 

The municipal financial position has a weak balance sheet, inability to gear funding for 
infrastructure and inefficient expenditure. The situation has worsened from R280 
millions to R336 millions. We are owing the Eskom a total amount of R280 
million.Additional capital is required for especially the bulkelectricity. Focus on 
empowering and stretching capacity of municipality to attend to delivery and 
maintenance. A full turnaround of the municipality in respect of its financial position will 



only be possible in two to three years whilst the service delivery situation should be 
stabilised in a year with required longer term investment needs most likely to span three 
to five years. 

2013/2014 Budget Performance 

The total revenue budgeted for 2013/2014 amount to R1 703 billion and the actual 
revenue collected as at end of April 2014 amount to R1 256 billion over the projected 
collection of R1 419 billion. This Madam Speaker reflects an under collection of 11% 
which is equivalent to a total amount of R163 million. 

The total expenditure budgeted for 2013/2014 amount to R1 748 billion and the actual 
expenditure as at end of April 2014 amount to R933 million over a projected expenditure 
for April 2014 of R1 449 billion. This reflects an under expenditure of R517 million which 
is equivalent to a 36 per cent under expenditure. 

Although the above situation appears unfavourable, the overall financial performance as 
at end of April 2014 reflects a surplus of R323 million compared to the audited outcome 
of 201 2/2013 deficit of R1 36 million. 

Auditor General Audit Opinion 

Madam Speaker the municipality has obtained unfavourable audit opinions for the past 
two financial years, that of a disclaimer. However, there has been a decline in the 
matters of basis for the disclaimer opinion which gives hope that the municipality can 
obtain at least an unqualified audit opinion for the 2013/2014 financial year. 

Service delivery 

The people are more directly in contact with government at the municipal level and thus 
all the inherited experience of unequal social and economic opportunities, inferior social 
and economic infrastructure, mass unemployment and poverty play themselves out at 
this level, in municipalities. 

Basic service delivery is the constitutional obligation for the municipality. Let me start 
with water 
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Water Services 

Authority 

Provincial Blue 

Drop Log 

Position 

Blue Drop 

Score 2012 

Blue Drop 

Score 2011 

Blue Drop Score 
2010 

Emalahleni Local 
Municipality 

10 

37.5 

46.9 

29.7 


Our rating with blue drop status is 37,5%. Our infrastructure has aged and we arestiN 
faced with challenges of regular water supply interruptions. Howeverl must also mention 
that there is much improvement on the quality of water we purify (e. g colour) and 
results from laboratories shows that we comply with Department of Water Affairs (DWA) 
standards. 

There were several projects embarked on such as cleaning of reservoirs, replacing 
some of the asbestos pipes through intervention of Rand Water. MADAM SPEAKER 

Although we will be able to provide in current bulk supply requirements, the current loss 
in water distribution is estimated at 42%. This issue is mainly a result of unmetered 
water consumption and high volume losses as a result of the constant pipe bursts and 
result of our aged infrastructure. The improvement of this situation is a key priority for 
the year ahead and we hope that the improvement of 7% which we achieved during the 
previous year can be exceeded in the new financial year. More than twelve thousand 
meters have been installed and pipe burst have been repaired in order for the loss to 
decrease. In the coming, year we will attempt to install the remaining backlog of 26 000 
meters. 

Sanitation: 96,9% people have the waterborne sanitation at eMalahleni.The 

municipality is operating with 7 sewer treatment works which are also not performing 
well as expected with the green drop status. Through MIG funding the plants are 
receiving attentions as matter of urgency to address the situation, also challenges of 
sewer spillages which our community is experiencing on regular basis. 

3.1% of households with no toilets, some of the community members are still using pit 
latrines which are also a challenge to maintain.We still have communities, particular in 
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informal settlements that do not have proper sanitation to name out the few (Tsietsi, 
Oyco, Vezi, MNS), 

Electricity:Our bulk electrical infrastructure is overloaded resulting in regular power 
outages. Our substations are overloaded and we are currently having 23% of losses on 
electricity. The infrastructure is dilapidated and we are still using the old technology. 
74.0%of households have access to electricityand the challenge thereof is the illegal 
connections within our network.There is high incidence of electrical theft leading to loss 
in income and also burning of transformers for up to three a week.System remains 
under severe strain and during winter large scale disruption will again take place. 
Recently we experienced two of our main substation caught fire. 

Assessment to the Electrical infrastructure has been done and also the High Voltage 
Master Plan is in place only requiring funding for implementation.There is a need of 
improved maintenance and systematic replacement of cables. 

The municipality is battlingto keep up with the Eskom account which in winter period it 
does escalate resulting in highdebt currently standing at R280 millions. 

Roads& storm water: The municipality has approximately a road network with total 
length of 1400 km, which comprised of; 

• 800 km - Surfaced road (Tar) (only eMalahleni Town = 483km) 

• 557 km - Gravel 

• 43 - Block Paving 

• 0.6 km - Concrete 

Our road infrastructure has dilapidated and most roads have exceeded their design life 
span. However the several contributing factors affecting the roads conditions are, Heavy 
Vehicles driving all over around, lack of preventative maintenance due to budget 
constraints and lack of plant & equipment for our teams. The province have assisted the 
municipality with RIO million for pothole patching. We are relying on the restructuring of 
the organization to recruit more technical staff and to build several maintenance 
teamsand partnership with the coal mines to assist us to turn around the situation. 





Public Transport Infrastructure: The municipality also owns 15 km rail siding which is 
in use and serve the Ferrobank Industrial Area. The challenge is with the high rate of 
theft of the line which is sold as scrap metal. 

The Municipality owns the Witbank Airfield (Aerodrome) which is in operation and the 
wingers are rented out to private users. 


Local Economic Development : 

Madam Speaker the LED Unit of Emalahleni Local Municipality has been in fully 
operational. For the current 2013/14 financial year all the relevant structures constituted 
by the Local Economic Development Section as mentioned below have been 
resuscitated. 

The following structures have been resuscitated; 

1 . The Local Economic Development Forum 

2. The Local Reference Committee 

3. The Section 79 Committee Meetings 

Mining Houses have now been obliged to fulfill their Social and Labour Plans as 
committed with the Department of Minerals and Resources. At LED Forum Meetings, it 
is where proper liaison with all the relevant Stakeholders takes place. 

A highly detailed LED Strategy is in place and is now up for review. This Strategy 
deliberates that Enterprise Development, especially local SMME's, should be 
championed in development and Cooperatives should be given more attention and 
developed to an extent where through this strategy social and economic challenges will 
be addressed. We need collaboration between LED and Mpumalanga Economic 
Government Agency (MEGA). 
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Education and assistance to student: 

Honourable Councillors education is central to the skills development strategy and for a 
new economic growth path and to address issues of social development. Human 
development index of eMalahleni is at 0.62% which indicates the better index in the 
province in terms of literacy rate, life expectancy and household income. We need to 
address unemployment through skilling and education. President Mandela said this 
about the importance of education. 

“Education is the great engine of personal development. It is through education that the 
daughter of a peasant can become a doctor, that the son of a mineworker can become 
the head of the mine, that a child of farm workers can become the president of a great 
nation. It is what we make out of what we have, not what we are given, that separates 
one person from another,” Therefore Madam Speakereducation is minimum 
requirement to change the human lives. 

Madam speaker we are meeting today during the youth month. We ail know that our 
youth are most affected by the triple of challenges of unemployment, poverty and 
inequality. We must all work together to address these challenges facing our youth 
including substance abuse, peer pressure, teenage pregnancy and high HIV infection 
rates. They clearly reflect a major struggle of our time. The late President Mandela once 
said this about youth “young people must take it upon themselves to ensure that they 
receive the highest education so that they can represent us well in the future as future 
leaders” 

The eMalahleni municipality is number three in matric pass rate after Nkomazi and 
Steve Tshwete. We were able this year to achieve 83,2% from 72% which translate to 
11,2% improvement rate compared to 2012 results. The difference between us and 
Nkomazi municipality which is number one in the province is 2,4%. It is achievable for 
eMalahleni to be number one in the province. Although this results are achievable there 
is a concern honourable councillors that only two schools at eMalahleni achieved more 
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than 50% pass mark on mathematics which are HTS Witbank with 68,5% and 
HoerskoolGeneraal Hertzog with 52%, both of this schools are quintile 5. 

The other concern I must say is that of Lehlaka Combined School as among those 
schools that perform below 40% with it receiving 10,3% in 2013 while it received 54,8% 
in 2012, All of us need to intervene to improve the situation at Lehlaka Combine School. 

Honourable Councillors we assisted 29 students which amount to R100 000.00 from the 
Executive Mayor Bursary fund to register their studies at tertiary institutions. The 
selection criteria used for beneficiaries was to prioritize the scarce skills like 
engineering, artisans and accounting, with the hope that after completion these students 
will get employed in the municipality to fill the skills gap. 

At the occasion of the Adult Learner Week Awards Ceremony held in Gauteng in 
September 2013, MrsAnnahMsimango from Kwaguqa was declared the overall best 
adult learner in the country. MrsMsimango was illiterate until she was 59 years old when 
she enrolled for adult lessons; she is currently 60 years old is doing level 2. She is 
indeed the pride of eMalahleni and of our province. This goes to show that age is just 
but a number. 

SPECIAL PROGRAMMES 


Madam Speaker, in line with the provisions of the Constitution, the municipality had 
undertaken to deal with special programmes which contribute to nation building. 

Therefore, we are convening Local Aids Council meetings quarterly. We also had 
activities are related to HIV and AIDS like HIV Counseling and Testing (HCT) and 
Medical Male Circumcision (MMC). I must remind the Council that HIV infection rate has 
moved from 36,1% to 40,6% here at eMalahleni. We are participating in the Local Drug 
Action Committee.We resuscitated the Moral Regeneration Movement (MRM) which 
deals with the moral issues at eMalahleni. As from next month they will be rolling out 
programmes to this effect. In partnership with private sector, we have supported senior 
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citizens activities by donating blankets and food parcels. May I take this opportunity and 
thank all those in particular big business who are making a difference in this regard. 

HONOURABLE COUNCILLORS 

I now indicate the specific allocation for 2014/2015 and compare it with those of 2013 / 
2014. 

The total Operating and Capital Budget for the 2014/2015 financial year is R 2,081 
billion which is as follows; 


COMPARISON OF 2013/2014 TOTAL 
BUDGET 




Operating 

Capital 

Total Budget 


i m 2014/2015 

1922 

159 

2081 


; H 2013/2014 

1722 

165 

1887 



The Operating Budget represents 91.44 per centof the total budget and the Capital 
Budget on the other hand represents 8.56 per centof the total budget. The 2014/2015 
budget is 10.28 per cent more than the 2013/14 total budget. 

Revenue generation assumptions 

The total grants allocated to the municipality in terms of the 2014 Division of Revenue 
Bill amount to R130 million over the medium-term, reflecting an increase of R3.5 million 
(2.8%) over the 2013/2014 DORA allocation. 


The operating revenue budget for 2014/2015 amount to R1 922 billion which reflect an 
increase of R219 million over the 2013/2014 operating revenue budget which is 
tantamount to an increase of 12.8 per cent. 

Madam Speaker to fund our budget’ needs and to make provision for inflationary 
increases in goods and services required, we do need to adjust our tariffs in a 
reasonable manner, taking cognisance of the areas where we currently are 
experiencing losses. The tariff increases are as follows: 

The ESKOM tariff increase application of 10.4 per cent to be approved by NERSA and 
the tariff will be implemented accordingly. The 10.4 per cent increase Madam Speaker 
will offset our annual loss on electricity sales by R38 million. It will further generate 
funds required to refurbish our electricity ageing infrastructure, the purchase of 
protective structures for our kiosks to prevent tampering, installation of new meters for 
ail the unmetered areas and the fact that the outcome of a benchmark against other 
municipalities in our province revealed that our municipal tariffs are slightly less. The 
revenue expected to be generated from rates and service charges will be R1 603 billion 
in 2014/2015 reflecting an increase of R187 million (13.21%). 

However, the distribution losses increased to 25.03 per cent as at 30 June 2013 which 
result in the electricity tariff applied for disapproved by NERSA. Should the above bethe 
case, the municipality will have to adjust its revenue downwards during the adjustments 
budget in February 2015. 

Madam Speaker, property rates tariff will increase in 2014/2015 on average by 8 per 
cent due to the implementation of a new general valuation roll on 01 July 2014 which 
will need to be reiooked. The 2014/2015 increase shows a decline of 4.5 per cent in 
comparison with 2013/2014 due to the implementation of the new valuation roll on 01 
July 2014. The 8 per cent increase will be on average which means where a property 
new valuation increased by 20 per cent the tariff increase will be less than 8 per cent 
and where the property new valuation increased more than 61 per cent, the tariff 
increase will be more than 8 per cent. 




The water and sewer tariffs will increase by 8 per cent for 2014/2015 which is less by 2 
per cent fromthe 2013/2014 tariff increases in order to be in line with increasing 
purification costs. 

The recommended increase for refuse removal for 2014/2015 is 11 per cent and this is 
from a low base and reflects the additional costs associated with moving towards a 
green city and cleaning up our environment. 

Operating expenditure guidelines and assumptions 

The operating expenditure budget for 2014/2015 amount to R1 922 billion reflecting an 
increase of R176 million over the 2013/2014 budget year which is equivalent to an 
increase of 10.1 per cent. 

The Increases on key expenditure drivers will be as follows in 2014/2015; 

•The employees remuneration cost which amount to R504 million which 22.48 per cent 
of a total cost. 

•The electricity bulk purchase will increase by 8.1 per cent as per the applied for 
increase to Eskom by the National Energy Regulator of South Africa (NERSA) to a total 
cost of R702 million. 

• The water bulk purchases will increase by 5 per cent to a total cost of R36.6 million. 

•The allocation for repairs and maintenance of municipal infrastructure will increase by 
4.3 per cent to an amount of R89.7 million of which the breakdown is as reflected on the 
repairs and maintenance graph below. 

Capital expenditure assumptions 

Madam Speaker, the total capital expenditure for 2014/2015 amount to K159.9 million 
reflecting a decrease of R74,5 million over the 2013/2014 budget. The decrease can be 
attributable to the decrease in capital grants. 

The capital expenditure will be funded mainly from capital conditional grants allocation 
which amounts to R130.3 million in 2014/2015 reflecting a decrease of 20.86 per cent. 
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The decrease is attributable to the reduction in the regional bulk infrastructure grant 
allocation by R5,8 million over the 2013/2014 budget. 

Capita! grants in-kind from the Nkangala District municipality for 2014/2015 amount to 
R29.6 million reflecting a decline over 2013/2014 of R7.1 million (19.31%). 


Total Capital Expenditure 



The allocation of the capital expenditure budget towards the our priorities of the 
municipality is as follows; 


R'OOO 



s 












i 

i 

Roads 

; 

Electrici 

Water 

Sanitati 

Commu 

1 

Other 1 Other 

Total I 1 

1 


ty 


on 

nity 

1 Assets 

Capital j j 

^ 






i 

i 

Exp j j 

i is 2013/2014 j 

53,636 

54,280 

^ 40,620 J 

50,303 1 

6,131 

^ 1,600 j 27,789 

234,359 I j 

1 m 2014/15 1 

42,125 

14,842 

23,096 i 

65,800 j 

8,697 j 

5,356 1 

159,916 1 i 


Projects to be done and budget allocations in 2014/2015. 
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• We have budgeted R1,1 million for bulk water maintenance 

• We have budgeted R21 ,6 million for electricity reticulation 

• We have budgeted R1,1 million for gravel roads 

• We have budgeted R7,7 million potholes and resealing {R5,5 mi! for potholes and 
R2,2 for resealing) 

• We have budgeted R8,2 million for sewerage (reticulation and treatment spillage) 

• We have budgeted R1,1 million for storm water. 

Madam Speaker 

The total repairs and maintenance budget for 2014/2015 amount to R89,7 million 
reflecting an increase of R3.5 million (4%) over the 2013/2014 repairs and 
maintenance budget of R86.2 million. 


2013/2014 & 2014/2015 TOTAL REPAIRS & 
MAINTENANCE BUUDGET COMPARISON 



84,000 ' 

2013/2014 

2014/2015 

1 ® TOTAL REPAIRS & MAINTENANCE j 

86,215 

89,664 


14 



2013/14 & 2014/15 REPAIRS AND MAINTE 

NANCE COMPARISON 


2013/2014 

2014/2015 

Roads Resealing & Potholes 

11300 

11 718 

Electricity 

24 237 

25 266 

Water 

17 115 

16 989 

Sewer 

11166 

11 154 

Waste 

422 

439 

Parks & Gardens 

1 580 

1 170 

Sports fields & Stadia 

55 

122 

Swimming Pools 

23 

- 

Libraries 

8 


Security 

160 

33 

other 

21 

- 

General Vehicles 

9 301 

11804 

Plant & Equipment 

4 551 

4 251 

Computers -Hardware 

460 

479 

Furniture & other Office equipment 

695 

624 

Other Buildings 

2 133 

2 219 

Other land 

1094 

1426 

Com pute rs-Softwares 

1894 

1970 

TOTAL REPAIRS & MAINTENANCE 

86 215 

89 664 


2013/14 & 2014/15 Repairs & Maintenance 

Comparison 


30.000 

25.000 

20.000 

15.000 

10.000 
5,000 
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Provision of free basic services 



Madam Speaker, to ensure indigent households have access to basic services, the 
municipality will continue to provide free basic services on water, electricity and 
sewerage at a monthly cost of R164.25 per indigent in 2014/2015 and 17527 
householdswill be subsidised in the coming financial year. This represents an increase 
of 39.69 per cent from the previous year. The monthly cost of R1 64.25 per indigent 
comprises R38.65 for electricity, R48.15 for refuse, R21.00 for sewer, R36.30 for 6KI of 
water plus R20.15 for VAT (14%). 

However, indigents will not be subsidized for assessment rates as the first R50 000 of 
the market value of all residential properties is exempted. 

MADAM SPEAKER 

These increases are the bare minimum and only cover actual costs increases and are 
aimed at ensuring that we move closer to full cost reflective services. 

HONOURABLE COUCILLORS, LADIES AND GENTLEMEN 

Let our conceptions be enlarged to the circle of our duties. Let us extend our ideas over 
the whole of the vast field in which we are called to act. Let our object be the service to 
our community, our whole community and nothing but our community. 

in conclusion let me borrow from Winston Churchill (I quote): “I therefore feel entitled at 
this juncture to claim the aid of all and to say: Come then, let us go forward together 
with our united strength” 

MADAM SPEAKER AND HONORABLE COUNCILLORS: 

I now urge this house to adopt the submitted 2014/2015 and 2015-2017 Medium Term 
and Revenue Expenditure Framework budget as per the recommendations on page .... 
of the agenda. 

Thank you 
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The details of the 2013/2014 budget and Medium Term Revenue Expenditure 
Framework are contained in the Annexure of the agenda. 
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ADMIN.160/14 

FINAL BUDGET: 2014/2015 FINANCIAL YEAR AND FORECASTS 2015/2016 
AND 2016/2017: ^ ^ 

5/1/1/2014/2015 

REPORT from the Chief Financial Officer. 

PURPOSE: 


The purpose of this report is for the Executive Mayor to: 

1. recommend approval of the Operating, Capital and 
Personnel Budgets for the 2014/2015 financial year in terms 
of Section 24 of the Municipal Finance Management Act (Act 
No. 56 of 2003) as amended; and 

2. recommend adoption of the information required under 
Section 17(3) of the Local Government; Municipal Finance 
Management Act, (Act No. 56 of 2003) as amended. 

BACKGROUND: 


Council approved the Draft Capital and Operational Budgets for 
2014/2015 under item ADMIN. 114/14 dated 3 April 2014 in terms of 
Section 16(2) of the Municipal Finance Management Act no. 56 of 2003 
(as amended). An advertisement for community participation was placed 
in the Witbank News, and Echo Ridge on 11 April 2014 inviting 
submissions and objections against tariffs from the general public with a 
closing date 12 May 2014 in terms of Section 22 of the Municipal Finance 
Management Act. No. 56 of 2003 (as amended). One submission was 
received as at 12 May 2014 at 11:00. 

Council held a Budget Indaba on 28 May 2014 to obtain inputs on the 
budget for 2014/2015 financial year with the community, business 
community and other stakeholders. 

2.1 LEGISLATIVE REQUIREMENTS 


2.1.1 The Annual budget preparation process, format, contents 
and approval are prescribed mainly by Sections 16 to 27 of 
the MFMA whose contents headings are summarized below: 

i. Section 16. Annual budgets. 

ii. Section 17. Contents of annual budgets and 
supporting documents. 

iii. Section 18. Funding of expenditure. 
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iv. 

V. 

vi. 

vii. 

viii. 
ix. 

X. 

xi. 

xii. 


Section 19. Capital projects. 

Section 20. Matters to be prescribed. 

Section 21. Budget preparation process. 

Section 22. Publication of annual budgets. 

Section 23. Consultations on annual budgets. 

Section 24. Approval of annual budget. 

Section 25. Failure to approve budget before start of 
budget year. 

Section 26. Consequences of failure to approve 
budget before start of budget year. 

Section 27. Non-compliance with provisions of this 
Chapter. 


DISCUSSION: 


The capital, operational and personnel budgets (salaries and wages) of 
Council for the following financial year 2014/2015 have been compiled and 
are submitted herewith for discussion. In addition forecasts of the 
requirements for the following two financial years have been made and 
are provided for consideration (MTEF). 

The following additions are proposed on the Draft Budget submitted and 
approved by Council in April 2014: 

OPERATING BUDGET EXPENDITURE: 


Description 

R,000 

Draft Budget - April 2014 

2,094,929 

PLUS: 


Additional General Expenditure 

7,653 



LESS: 


Provision Bad Debts Electricity 

1,737 

Capital Expenditure 

Conditional Grants 

19,386 

TOTAL 

R2, 081, 459 
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CAPITAL BUDGET: 


Description 

R,000 

Draft Capital Budget - March 

179,302 

Electrification Houses 

-8,000 

Municipal Infrastructure 

-2.500 

Upgrading of sewer network Hostels 1-4 increased 

42 

Reconstruction of damage roads Emalahleni increased 

5,182 

Roads and storm water 

-2,180 

Replacement bulk water supply lines 

-3,000 

Replacement of A C pipes reduced 

-1,904 

Implementation dam safety report 

-1,180 

Safety assessment and 0 and M plans 

-1,000 

Replacement of cast iron manholes Vilakazi 

-2,500 

Provision sewer network Kwa-Mnthunzi 

M,500 

Upgrading sewer outfall line pap & vieis 

-1 ,680 

Upgrading Schoongezicht pump station 

-2,500 

Upgrading city road pumpstation 

-2,500 

Upgrading Luthuli Botha sewer line 

“1 ,936 

Cherry picker 

-2,000 

Specialized testing equipment 

-1,000 

Ring feed cables 

-3,000 

Substation equipment 

-1,580 

Spatial planning 

-2,000 

Doornpoort upgrade 

8,652 

Refurbish chalets 

4,982 

Fire and rescue equipment 

'3,716 

Total 

R1 59,916 
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The final operational budget for the 2014/2015 financial year is based on the 
budgeted expenditure for the 2013/2014 financial year, the adjusted budget as 
well as the cash flow available. 

The average CPI for 2012/2013 financial year was of 6.01% and for March 2014, 
6.0%. 

ANALYSIS OF EXPENDITURE BUDGET 2014/2015: 


An analysis of the expenditure for 2014/2015 is as follows; 


CATEGORIES 

R’OOO 

% of 



Budget 

Remuneration 

504,41 1 

24.23% 

General Expenditure; 



Eskom - Bulk purchases 

701,706 

33.71% 

Water - Bulk purchases 

36,592 

1.76% 

External Interest 

16,130 

0.77% 

Sundry 

133,509 

6.42% 

Non Cash Flow 

60,911 

2.93% 

Total General 

948,848 

45.59% 

Repair and Maintenance 

89,664 

4.31% 

Depreciation - Redemption & Loans 

165,000 

7.93% 

Contribution; Sundry 

100 

0.01% 

Bad Debt 

213,520 

10.25% 

Total Contributions 

213,620 

10.26% 

Contribution to Capital 

159,916 

7.68% 

TOTAL 

2,081,459 

100.00% 


The Budget is to comply with Municipal Finance Management Act No. 56 
of 2003 (as amended), Circular No. 70 Annexure “A”(pages 1 - 35) read 
together with MFMA Circular No 48 Annexure “B”{pages 36 - 57), 51 
Annexure “C”(pages 58 - 86), 55 Annexure “D”(pages 82 ~ 101), 58 
Annexure “E”(pages 102 - 126) and 66 attached as Annexure 
“F”(pages 127-153). 
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The comparison of the current expenditure budget (2013/2014) vs. the 
2014/2015 financial year, indicates the following: 


CATEGORIES 

BUDGET 

2013/2014 

BUDGET 

2014/2015 

CHANGE 


R’OOO 

R’OOO 

% 

Total Remuneration 

411,829 

504,411 

22.48% 

General Expenditure: 

Eskom 

649,367 

701,706 

8.06% 

Water 

34,849 

36,592 

5.00% 

External Interest 

18,482 

16,130 

-12.73% 

Sundry 

120,928 

133,509 

10.40% 

Non Cash Flow 

75,893 

60,911 

-19.74% 

Total General 

899,518 

948,848 

6.48% 

Repair and Maintenance 

86,215 

89,664 

4.31 

Depreciation 

165,000 

165,000 

0.00 

Contributions: Sundry 

100 

100 

6 

Bad debts 

160,106 

213,520 

33.34 

Total Contributions 

160,206 

213,620 

33.34 

Income contribution to capital 

165,633 

159,916 

-2.86 

TOTAL 

1,887,401 

2,081,459 

10.28 


The overall increase in spending estimates of 10.64% is more than the 
growth guideline of 3-6 % allowed by National Treasury when Eskom tariff 
increase is brought into consideration, the provision for bad debts and 
remuneration. If these amounts are not taken into account the overall 
increase in spending estimates will be between 3% to 6%. 

Major components which contributed to increases above the approved 
guideline increase of 3% to 6% are the following: 

Bulk purchase of electricity: 

ESKOM increased the tariff of bulk purchases of electricity with 
8.06%. 


Bulk purchase of water: 

An agreement between Emalahleni and Anglo Operations limited 
was entered into whereby the Council purchased 10 ML purified 
water per day from 1 October 2007, which increased to 16 ML per 
day with effect from 1 July 2008. This amounts to R36, 591 ,600 
which is R1, 742,457 additional for the 2014/2015 financial year. 
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Due to the financial constraints in the budget, the maximum 
purchase has to be reduced according to the cash flow available. 

Provision for bad debts : 

The provision for bad debts increased from R160, 105,864 in the 
2013/2014 financial year to R213, 520,030 for the 2014/2015 
budget, {based on a payment rate of 86.00 % and provision of 
14.00 %). 


CLASSIFICATION 

R’OOO 

% 

Remuneration and Allowances 

92,582 

22.48 

General Expenses 

49,328 

5.48 

Repair and Maintenance 

3,449 

4.00 

Depreciation - Redemption 

0 

0 

Contribution to funds 

53,414 

33.34 

Contribution to capital 

■ -4,717 

-2.86 

TOTAL 

194,057 

10.28 

Minus: Eskom 

52,339 

8.06 

Amount approved by National 
Treasury 

141,718 

11.45 


A detailed discussion of the main headings now follows: 

REMUNERATION AND ALLOWANCES: 


The employee element of the personnel budget amounts to 23.56% of the 
total expenditure budget and on the cash flow budget 28.85%, which falls 
outside the standard of between 25%-35%. In considering this it is 
important to understand how the salaries and wages budget has been 
prepared. 

Provision was made for salary increases of 7%; the average increase in 
the CPI for February 2013 to January 2014 was 5.79%. The salary 
increase limits the provision for certain vacant positions. An amount of 
R21, 940,540 was provided for overtime. It is imperative to comply within 
the amounts budgeted for as it will have a direct impact on the final salary 
percentage increase and vacant positions to be filled. 

Vacanf posts included in the salary budget amounts to R504, 41 1 ,446. 

A letter dated 2 August 2012 was received from SALGA, indicating the 
salary increases to be as follows: 
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Previous year (2012/2013) 

a) An across the board increase of six and 
half (6.5%) percent with effect from 1 Juiy 
2012. 

b) A half (0.5%) percent increase from 1 
January 2013. 

c) Medical Aid contributions shall increase 
by 75% of the 6.5% increase. The 
maximum employer contribution shall 
increase to R3, 444 per month. 

d) Minimum Wage R4, 902 with effect from 1 
July 2012 and R4, 927 from 1 January 
2013. 

Current year (2013/2014) 

a) With effect from 1 July 2013 an across the 
board increase on the average CPI 
percentage, for the period 1 February 
2012 until 31 January 2013 plus one and 
a quarter (1 ,25%) percent. 

b) The minimum wage for the financial year 
2013/2014 will increase with the same 
percentage as (a) above. 

c) Medical Aid contribution shall increase by 
50% of the percentage increase reflective 
above. 

New financial year 

(2014/2015) 

j_ 

a) With effect from 1 July 2014 an across the 
board increase based on average CPI 
percentage for the period 1 February 2013 
until 31 January 2014; plus one (1%) 
percent. 

b) The minimum wage for the 2014/2015 will 
increase with the same percentage as (a) 
above. 

c) Medical aid contribution shall increase by 
50% of the percentage increase reflective 
above. 

. - - i 
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Continuous increase above guidelines given by National Treasury 
negatively affects service delivery and infrastructure development. The 
basis to determine the salary budget for 2014/2015 was the actual salary 
budget for 2013/2014 together with the adjustment salary budget and 
vacancies plus 7.00%, notch increase. 

In the previous years, the salary component of the budget excluded 
Councillors’ allowances. Unemployment Insurance Fund and continued 
members, which were shown under general expenditure. In terms of the 
new GRAP requirements, Councillors’ allowances, continued members 
and Unemployment Insurance Fund must be shown as part of employees’ 
remuneration and this could result in a higher percentage increase above 
35%. For Councillors’ remuneration an increase of 7.00% is budgeted for. 

That it should be noted that the salary budget is not in line with the 
structure which has been recently approved by Council on 13 March 2014. 

GENERAL EXPENSES: 


National Treasury Circular no. 70 “Annexure A” proposed an increase of 
8.06% on bulk purchase of electricity. This will realize only R793, 418,400 
levied revenue while bulk purchase of electricity amounts to R701 
705,472. 

An agreement between Emalahleni Local Municipality and Anglo 
Operations limited was entered into whereby the Council purchased 10 
ML purified water per day since 2007/2008 financial year. Provision of 
R36, 591,600 (5% increase) was made for the purchase of water. 

The implementation of GRAP has seen the need to budget for non cash- 
flow items separately. Within General Expenditure this heading includes 
the indigent Subsidy (amounts to R34, 840,052) and Inter Departmental 
Charges (amounts to R26, 071,287) as a result of metering different 
Council buildings and billing thereof. 

Along with the other items in the overall budget the non cash flow items for 
2014/2015 represent an assumed payment rate of 86.0 %. It should be 
noted that the Indigent Subsidy now stands at R34, 840,052 with the 
increase reflecting the Government’s policy of support for the poor through 
the Equitable Share Grant. 

The total level of increase for other General Expenses was set at 5.48%. 
Other major components have changed above the 6.0% benchmark which 
reflects the CPI at 31 March 2014 as follows; 
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Amounts change (R’OOO) 


Description of Item 

2013/2014 

2014/2015 

% 

General Expenditure Departments 









General Expenditure Bulk 




Services 

Bulk purchases - electricity 

649,367 

701,705 

8.06 

Contribution - Provision for bad debt 

160,106 

213,520 

33.36 


BULK PURCHASES ELECTRtOTY: 


National Treasury Circular no. 70 “ANNEXURE A” proposed an increase 
of 8.06% on bulk purchase of electricity, therefore an increase of 8.06% is 
calculated. 

CONTRIBUTION - PROVISION FOR BAD DEBT: 

The revenue budget is based on a payment level of 86.00% on services, 
and the provision for bad debts based on 14.00%. 

DEPRECIATION.- 

GAMAP has a significant impact on the way in which the Council will need 
to budget for Capital Charges in the future. 

The result is that interest and redemption charges to individual cost 
centres are replaced with a charge for the use of the assets. This is 
known as Depreciation. However, for the Council as a whole, the impact 
on the bottom line will remain as the amount it pays in external interest 
and redemption. For the purposes of setting the 2014/2015 budget, 
depreciation therefore reflects the external redemption charge only, with 
interest being shown under General Expenses in accordance with 
GAMAP. 

As a summary, however, provision for interest and redemption on loans is 
made as follows: 


R’OOO 

Interest R16,130 

Redemption R21.798 

TOTAL R37.928 

It is assumed that no loans will be taken up during the 2014/2015 financial 
year. 
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A schedule of external loans for interest and redemption payable 
2014/2015, 2015/2016 and 2016/2017 is reflected and contained in 
Annexure “G” (Pages 154). 

CONTRIBUTION TO FUNDS/RESERVES: 


The following amounts are provided for the different funds; 



R’OOO 

Provision for Mayor’s Bursary Fund 

100 

Bad debts (non-cash-flow item) 

213,520 

tof/\L 

213,620 


CAPITAL EXPENDITURE: 


The capital expenditure for the 2014/2015 financial year amounts to 
R159, 915,998 million which will be financed as follows: 


CAPITAL PROGRAM AS PER IDP 

R’OOO 

Nkangala District Municipality (NDM) 

29,626 

Municipal Infrastructure Grant (MIG) 

108,290 

REGIONAL BULK INFRA GRANT 

22,000 

TOTAL CAPITAL PROGRAM 

159,916 


This capital budget reflects the increased allocation now received from 
National Government and the District Council. It is in line with the draft 
IDP. The above mentioned total has been distributed according to the 
needs that were agreed upon during public participation processes. 
However, the needs were more than what the municipality can afford. 
For a further breakdown of these projects, refer to Annexure “H” (pages 
155-166). 

INCOME BUDGET 2014/2015: 


Objections received against the 2014/2015 budget and tariffs: 

The draft budget and tariffs for 2014/2015 were advertised In the Witbank 
News and Echo Ridge on 11 April 2014. One submission was received on 
the closing date of 12 May 2014 from Highveid Mall, Mrs. S van der Walt, 
and General Manager which request that the municipality should 
reconsider the tariff increases. 


J 7''" EXTRAORDINARY COUNOI, MHH'nNO I0,U)NE?.0)4 




The request is based on the following: 

1. The municipality is implementing a new valuation roll on 1 
July 2014 and the increase in the total value ratable should 
be taken into account; 

2. If the increase in the total value is 20 %, the income from 
property rates will grow by 28% if the proposed increase is 
implemented; 

3. The increase in value of the different categories of properties 
must be considered to ensure that the incidence of rates 
remains more or less the same between the categories; 

4. The Municipal Budget Circular for the 2014/15 MTREF 
(MFMA Circular No. 70) issued by National Treasury 
suggest that local government should implement specific 
strategies and interventions to achieve economic stability. It 
should include; 

Expanding public sector investment in infrastructure 
Sustainable job creation; 

Municipalities must act as catalyst for economic growth 
Securing inclusive growrth. 

5. On page 1 1 of the Circular it is suggested that the inflation 
forecast should be taken into account when budgets are 
prepared; and 

6. The forecast for the 2014 and 2015 fiscal years is 5.6% and 
5.4% respectively. 

The CFO responded on the Budget Indaba that the average increase on 
the new valuation roll is 61%. 

The 8% increase will be on the average increase which means where a 
property new valuation increased by 20% the tariff increase will be less 
than 8% and where the property new valuation increased more than 61%, 
the tariff increase will be more than 8%. 
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Service charges are increased as follows: 

Assessment rates: 

The property rates will be levied on the total market value of the 
property in accordance with the Property Rates Policy. The first 
R50, 000 of the market value of residential properties will be exempted 
from property rates. 

Provision is made for a 8% increase in the total income in respect of 
property rates. 

The randage {rate in the rand) changed from 0.008628 in 2013/2014 to 
0.007624 for the 2014/2015 financial year. 

Electricity: 

ESKOM tariff application of 10.4% increase was approved by NERSA 
and the tariff is adjusted accordingly 

The distribution loss however increased to 25.03% as at 30 June 2013. 

The fact that distribution losses did not decrease can result in the 
electricity tariff not being approved by NERSA. 

Eskom tariff application of 10.4% increase, while daily purchases 
increase with 8.06%. It is recommended that Council budget for an 
increase of 10.4% 

Water: 


The recommended increase in the water tariff is 8%. 
Sewer: 


The recommended increase in respect of sewer is limited to 8.0%. 
Refuse Removal: 


The recommended increase in respect of refuse removal is 11%. 
Levied income for the 2013/2014 financial year does not meet the 
budgeted income. The directorate Development Planning should 
submit information regarding all the collecting points to be compared 
with the Venus financial system. 
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Equitable Share: 

The Equitable Share Grant is an unconditional grant assisting 
municipalities to supplement their revenue to deliver services to poor 
households. 

An amount of R207, 754,000 million has been approved for the 
2014/2015 financial year. This is an increase of approximately 7.94% 
on the current year and reflects the Government’s increased 
investment in infrastructure and the alleviation of poverty. 

The proposed allocation in respect of Indigent Subsidy in the 
2014/2015 budget is R34, 840,052 million. 

The monthly Indigent subsidy as from 1 July 2014 will be R1 64,25 per 
indigent customer. An estimated number of 17,676 consumers will be 
subsidized in the 2014/2015 financial year. 

Indigent subsidy broken down as follows: 


Electricity (50 units) 

R 38, 65 

Refuse 

R48, 15 

Water 6 Kl 

R 36.30 

Sewer 

R21. 00 

Subtotal 

R144,10 

Plus 14% VAT 

R 20.15 

TOTAL 

R164.25 


Indigents will not be subsidized in respect of assessment rates as the 
first R50, 000 of the market value of all residential properties is 
exempted. 

Projections for the following two years continue with this trend with 
indicative figures of R228 million (9.94% increase) for 2015/2016 and 
R255 million (13.33% increase) for 2016/2017. 

It is recommended that the allocation should be as follows; 

R’OOO 

Indigent applications 34,840 

Operating 172,914 

TOTAL 207,754 
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Payment Rate: 


The payment rate anticipated for the 2014/2015 financial year is 
estimated at 86% resulting in a provision for non cash-flow items of 
14% {bad debts). 

Financial year Average payment rate 

2011/2012 87.59% 

2012/2013 78.63% 

2013/2014 (March 2013) 77.37% 

Average 81.20% 

General: 


The impact of all the above is that the maximum income achievable is 
estimated at R2, 081, 458, 704 which is an increase of R194, 057,347 or 
1 0.28%, This is made up as follows: 



R’OOO 

General Services/Grants 

25,986 

Water 

104,400 

Sewer 

27,962' 

Electricity 

-10,162 

Refuse 

2,657 

Rates 

43,214 

TOTAL 

194,057 


TARIFF STRUCTURE FOR SERVICES : 
GENERAL REMARKS: 


Due to the financial position of Council and economical circumstances, 
expenditure must be limited to the level of achievable income. 

It is recommended that the tariffs be increased as shown above with effect 
from 1 July 2013. Examples of consumer accounts, comparing 2013/2014 
with 2014/2015 are attached as Annexure “I” (page 157) and proposed 
tariffs as per Annexure “J” - “AA” (158-206). The proposed tariffs do 
not include VAT. 

MEDIUM TERM REVENUE EXPENDITURE FRAMEWORK (MTREFL 

The attached Medium Term Revenue Expenditure Framework for 
Operational Income and Expenditure, Annexure ”AB” (pages 207 - 208) 
and Capital Budget Nkangala Disliicl Municipality Annexure “AC” (page 
209). This document is utilized for planning and control purposes 


17'“ EXTRAORDINARY COUNCIL MEETING : 10 JUNE 2014 




15 


regarding the budget and assists in keeping tariff increases at affordable 
levels, compared to expenditure needs and economic ratio. 

The actual cash flow for 2014/2015 financial year for notification is 
attached as Annexure “AD” (page 210). 

The growth rates are shown below; 



Expenditure 

Income 

2011/2012 

16.58% 

16.58% 

2012/2013 

11.89% 

11.89% 

2013/2014 

18.28% 

18.28% 

2014/2015 

10.28% ~ 

10.28% 

2015/2016 

8.79% 

8.79% 

2016/2017 

8.71% 

8.71% 


OVERVIEW OF BUDGET RELATED POLICIES AND AMENDMENTS: 


The following budget related policies have been approved by Council, or 
have been Reviewed / amended and / or are currently being reviewed / 
amended, in line with National Guidelines and Legislation. 

• Tariff Policy 

• Property Rates Policy 

• Credit Control and Debt Collection Policy 

• Cash Management Policy 
Investment of Surplus Funds Policy 
Borrowing policy 

Municipal Supply Chain Management Policy 
Petty Cash Policy 
Budget Policy 
■ Virement Policy 

• Asset Management Policy 


Policies will be available at libraries in the municipal area and the website 
of the municipality. Herewith information regarding the amendment of 
policies: 

TARIFF POLICY: 


The Municipal System Act requires Council to adopt a Tariff Policy. The 
general financial management functions covered in section 62 of the 
MFMA includes the implementation of a tariff policy. Specific legislation 
applicable to each service has been taken into consideration when 
determining this policy. 


1 HXTRAORDINARY COUNCIL MLLTING : lO JUNE 20 1 4 




16 


No amendments. 

PROPERTY RA TES POLICY: 

A Rates Policy in accordance with Section 3 of the Municipal Property 
Rates Act (No 6 of 2004) (MPRA) was approved Council and updated on 
15 June 2010, The policy guides the annual setting of property rates. 

No amendments. 

CREDIT CONTROL AND DEBT COLLECTION POLICY: 

This Policy has been formulated in terms of section 96 (b) and 98 of the 
Local Government: Municipal Systems Act, 2000 and the Credit Control 
and Debt Collection By-Law. 

No amendments. 

CASH MANAGEMENT POLICY: 


The purpose of this policy is to ensure that the cash resources are 
managed effectively and efficiently. In terms of section 13(2) of the 
Municipal Finance Management Act (Act no. 56 of 2003), municipalities 
are required to establish an appropriate and effective management cash 
management policy 

No amendment. 

INVESTMENT POLICY OF SURPLUS FUNDS POLICY: 

The underlying cash is managed and invested in accordance with the 
Municipality’s approved Cash Management and Investment Policy, which 
is aligned with National Treasury’s municipal investment regulations dated 
01 April 2005. 

No amendments. 

BORROWING POLICY: 


The purpose of this policy is to govern the taking up of short-term or long 
term debt according to legislative framework. The legislative framework 
governing borrowings are: Local Government Municipal Finance 
Management Act. Act 56 of 2003, Local Government Systems Act 32 of 
2000 , 

No amendments 
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MUNICIPAL SUPPLY CHAIN MANAGEMENT POLICY: 

Section 111 of the MFMA requires each Municipality and municipal entity 
to adopt and implement a Supply Chain Management Policy, which gives 
effect to the requirements of the Act. The Municipality’s Supply Chain 
Management Policy was approved by Council. 

No amendments. 

PETTY CASH POLICY: 


The policy provides for the cash purchases up to a transaction value of R 
500.00. 

Amendments are recommended in Section 5.1 and 5.2 of the policy as 
follows; 

Approved items for a petty cash purchase but not limited must include: 

1. Safety equipment less than R500.00, such as safety 
glasses, clothing (gloves), ear protector 

2. Wages for contractors. Labour or contract work less than 
R500.00 

The above be excluded from section 5.2 and be included in section 5.1 of 
this policy. 

INDIGENT POLICY: 


The aim of the policy is to ensure a sound and sustainable manner to 
provide affordable basic services to the poor by means of assisting them 
financially within the legal framework of the powers and functions of the 
municipality in order to improve the livelihood, in an effort to create a 
prosperous municipality free of poverty. 

No amendments. 

BUDGET POLICY: 


The aim of the policy is to set out the principles which the municipality will 
follow in preparing each medium term revenue and expenditure framework 
(budget) and the responsibilities of the mayor and officials. 

No amendments. 
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The Municipal Annual Budgets and MTREF & Supporting Tables is 
attached as Annexure “AX” (pages 602 - 663). 

RECOMMENDATION BY THE CHIEF FINANCIAL OFFICER: 

1. That the Final Budget: MTREF “Annexure AB” for the 2014/2015 
financial year be approved in terms of Section 160(2)(3)(b) of the 
Constitution of the Republic of South Africa, 1996 (Act 108 of 
1996), read with Section 16(2) of the Municipal Finance 
Management Act, (Act No. 56 of 2003) as amended as follows: 

1.1 Operating budget, expenditure to the amount of R1, 
921,542,706; 

1.2 Capital program (vote) to the amount of R159, 915,998 
Annexure “H”; 

1.3 Revenue to the amount of R2, 081,458,704 broken down as 
follows: 



R,000 

R,000 

R,000 

VOTE 

OPERATING 

EXPENDITURE 

CAPITAL 

EXPENDITURE 

REVENUE 

Executive & Council 

102,876 


5,640 

Finance 

159,851 


561,853 

Administration 

66,977 


1,765 

Planning & Development 

16,867 


8,807 

Health 

20,262 


0 

Community & Social 
Services 

23,325 


1,040 

Housing 

10,204 


2,605 

Public Safety 

89,510 

3,716 

33,882 

Sport & Recreation 

27,297 


35 

Environmental Protection/ 
Management 

5,220 


26 

Waste Management 

74,013 

5,356 

75,924 

Waste Water 

Management 

104,352 

69,990 

187,292 

Roads, Storm water 

75,397 

42,125 

42,190 

Water 

182.911 

23,096 

343,109 

804,896 

Eleclricily 

907,257 

10,652 

Other (Market) 

55,224 

4,981 

12,395 

TOTAL 

1,921,543 

159,916 

2,081,459 


1.4 That the following sub-functions under the abovementioned 
votes be noted: 
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Executive & Council: 

Mayor’s Office 
Mayoral Committee 
Speaker 

Council General Expenditure 
Municipal Manager 

Community participation & communication 

Internal Auditing 

PMS&IDP 

LED & Marketing 

PMU 

Finance: 


Administration 
Property Rates & Grants 
Expenditure & Financial Planning 
Revenue 

Stores & Asset Management 
Fleet 

Administration: 


Administration 
Human Resources 
Information Technology 

Planning & Development: 

Spatial Planning 
Land Use Management 
Administration 

Health: 


Primary Health Care Clinics 

Community & Social Services: 

Cultural Centre 
Community Halls 
Libraries 
Cemeteries 
Administration 
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Housing: 

Housing 

Public Safety: 

Administration 
Licensing 
T raffic 

Law Enforcement 
Security 
Fire 

Disaster Management 

Sport & Recreation: 

Parks, Recreation & Sport 
Parks & Sport fields 

Environmental Protection/Manaaement: 

Environmental Management 

Waste Management: 

Solid Waste 

Waste Water Management: 

Sewerage Purification 
Sewerage Network 
Public Toilets 

Roads. Storm water: 

Roads & Storm water 
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Water: 


Water (Purification/Storage) 
Water Network/Distribution 
Administration 

Electricity: 

Electricity Distribution 
Street lighting 
Administration 


Other: 


Nature Reserve & Resort 

Market 

Aerodrome 

Building Control 

Property services 

2. that the following be noted and confirmed: 

2.1 that Eskom tariff application increase of 10.4% while daily 
purchases increase with 8.06%. It is therefore recommended 
that Council budget for an increase of 10.4%; 

2.2 that provision of R21 3,520,030 has been made for possible 
irrecoverable debts on the understanding that strict legal 
measures will continue to be implemented to curb losses 
and non-payment for services; 

2.3 that it be noted that the total provision for irrecoverable debts 
will amount to R780, 445,498 being 66.81% of outstanding 
debtors of R1, 168, 226, 093 as at 31 December 2013; 

2.4 that provision was made for a general salary increase of 
7.00% across the board with effect from 1 July 2014; 

2.5 that provision was made for a possible increase of 7.00% in 
the allowances of Councilors, Municipal Manager and 
Section 57 Employees (Directors); 

2.6 that an amount of R207, 754,000 million has been provided 
as “Equitable Share” (National Government); 

2.7 that the amount in 2.6 has been allocated as follows: 
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R’OOO 

2.7.1 Poverty relief R 34,840 

2.7.2 Operational Budget R172.914 

R207.754 

2.8 that capital items (furniture, machinery, tools, computers, 
etc.) up to R9,000 each, were provided for on the operational 
budget as inventory items, in line with the “GAMAP- 
principles” and also for reasons of simplification of the 
budget; 

3. that normal legal action still be implemented to recover arrear 
debts, including: 

3.1 sales in execution: 

3.2 eviction orders in respect of unpaid rentals/installments on 
agreements: 

4. that the tariff of charges with reference to the Determination of 
taxable property values and assessment rates payable (2014/2015) 
contained in Annexure “AA”, be noted; 

5. that the tariff of charges, with reference to the under mentioned 
services, be amended in terms of Section 75A (as amended) of the 
Local Municipal Systems Act, 32 of 2000 (as amended), read with 
section 10(g)(7)(a) and (b) of the Local Government Transition Act, 
No. 209 of 1993 (as amended), with effect from 1 July 2014 and 
with regard to Annexures “J” to “AA”: 


Annexure “J” (pages 158-160) 

Electricity 

Annexure “K” (pages 162-166) 

Water 

Annexure “L” (pages 167-168A) 

Refuse Removal 

Annexure “M” (pages 169-172) 

Drainage Services 

Annexure “N” (173-174) 

Parking areas 

Annexure “0” (pages 175-176A) 

Approval of building plans 

Annexure “P” (pages 176-179) 

Cultural Centre 

Annexure “Q” (pages 180-1 80A) 

Rental for community halls in 
Lynnviile and Schoongezicht 

Annexure “R” (pages 181-182) 

Fire Brigade services 

Annexure “S” (pages 183-185) 

Recreation resort 
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Annexure “T” (pages 186-187) 

Market services 

Annexure “U” (pages 188-189) 

Railway service lines and 
private sidings 

Annexure “V” (pages 190-191) 

Cemetery Fees 

Annexure “W” (pages 192-193) 

Other tariffs related to 

accounts related 

Annexure “X” (pages 194-195) 

Library Services 

Annexure “Y” (pages 196-197) 

Sport Facilities 

Annexure “Z” (pages 198-199) 

Spatial Planning 

Annexure “AA” (pages 200-206) 

Renta! Tariffs - business 

properties and flats 

Annexure “AF”(pages 296-298) 

Credit Control and Debt 
Collection By - law 

Annexure “AG” (pages 299-313) 

Electricity By - law 

Annexure “AH” (pages 314-316) 

Rates By - law 

Annexure “Al” (pages 317-321) 

Acceptance of Grants and 

Donation 

Annexure “AJ” (pages 322-334) 

Budget Policy 

Annexure “AK” (pages 335-390) 

Credit Control and Debt 
Collection Policy 

Annexure “AL” (pages 391-395) 

Long term Financial Plan 

Annexure “AM” (pages 396-446) 

Rates Policy 

Annexure “AN” (pages 447-493) 

Tariff Policy 

Annexure “AO” (pages 494-558) 

Supply Chain Management 
Policy 

Annexure “AP” (pages 559-569) 

Virement Policy 

Annexure “AQ” (pages 576-610) 

Borrowings Policy 

Annexure “AR” (pages 611-618) 

Cash Management Policy 

Annexure “AS” (pages 619-624) 

Petty Cash Management 
Policy 

Annexure “AT” (pages 625-635) i 

Investment of Surplus Funds 
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Policy 

Annexure “AU” (pages 636 - 678 ) j 

Asset Management Policy 


6. that the tariff for assessment rates be fixed and amended in terms 
of section 14(1) of the Municipal Property Rates Act, and Section 
75 (A)1)(a) of the Systems Act. as from 1 July 2014 and with regard 
to Annexure “AA”; 

7. that the assessment rates, which are to be levied in terms of (6) 
above, be payable in 12 equal monthly instalments; 

8. that the execution/purchase of capital projects/items, as contained 
in the Capital budget be approved in terms of Section 19 of the 
Municipal Finance Management Act , 56 of 2003 as per Annexure 
“H”; 

9. that Council continue striving to control expenditure to the absolute 
minimum, consistent with approved service delivery levels, during 
the 2014/2015 financial year, but overall limited to the arriount of 
realisable income achieved; 

10. that income levels be raised during the coming financial year, by 
maintaining the actions currently undertaken by Council (including 
cut off actions, etc. and the normalization process); 

11. that reports be submitted to the relevant National and Provincial 
Departments in accordance with the Act and associated 
regulations; 

12. that both the Capital and Operational budgets be presented to the 
relevant National and Provincial Departments; 

13. that the final budget framework as required by the Municipal 
Finance Management Act. 56 of 2003 Section 1 7(3) as amended 
per budget tables and supporting tables be approved; 

14. that the Draft Operating MTEF for the period 2014/2015 - 
2016/2016 as per “Annexure AB” be approved; 

1 5. that the requirements of the Municipal Finance Management Act 56 
of 2003 as amended, and actions taken, be noted; 

16. that spending on non-priorities like unnecessary travel, inventory 
furnishings, excessive catering and unwarranted public relation 
projects be discouraged as per paragraph 4.1 of Circular 58 of the 
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Municipal Finance Management Act, Act No 56 of 2003 {as 
amended); 

17. that note be taken of paragraph 4.8 of the Municipal Finance 
Management Act, 56 of 2003 (as amended) Circular 58 and its 
recommendation be implemented in terms of Section 167 of the 
MFMA; and 

18. that the Water and Electricity By-laws be approved for 
implementation. 
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